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*roposed pre-building of the southern Canadian portions of the Alaska 
fighway Gas Pipeline is geared to accommodate short-term gas 

xport contracts which Pan-Alberta Gas Ltd. has negotiated. 
»an-Alberta proposes the delivery of up to 1,040 MMcf/day of Alberta 
hatural gas to Northwest Alaskan Pipeline Company for distribution in 
the United States. These contracts are for a 12-year period but can be 
‘educed or curtailed by common agreement after the initial six-year 
yeriod or at any time if the gas is required in Canada. 


‘he pre-building will have the effect of extending the time frame for the 
onstruction phase of the entire project. This, coupled with the 
inaximum Canadian content philosophy of the project, will widen the 
lange of benefits to the Canadian manufacturing industry, create more 
jobs, provide substantial balance-of-payments and current account 
dvantages and weaken any harmful effects of a capital and 
‘nanpower surge. 


»re-built sections of the Alaska Highway Pipeline will form an inverted 
Y”, including in excess of 180 miles of 56-inch pipe north of Caroline, 
ilberta, 400 miles of 42-inch pipe southeast from Caroline to Monchy 
n the Saskatchewan/Montana border and 230 miles of 36-inch pipe 
outhwest from Caroline to Kingsgate on the British Columbia/Idaho 
order. Start-up dates projected are November 1, 1980, for the western 
3g and November 1, 1981, for the eastern leg. 


>roposed delivery is 240 MMcf/day through the western leg and 800 

Mcf/day through the eastern leg. Relief of the Alberta natural gas 
iurplus through these new markets will encourage further exploration 
ind production in Alberta, thereby ensuring a long-term gas supply for 
yanada. 





THE PARTICIPANTS 
Foothills Pipe Lines (Yukon) Lta 


Foothills Pipe Lines (Yukon) Ltd. of Calgary is the compan 
responsible for the Canadian portion of the Alaska Highway Ga 
Pipeline project. The company is equally sponsored by The Alberta Ga 
Trunk Line Company Limited of Calgary and Westcoast Transmissio: 
Company Limited of Vancouver. To build and operate variou 
segments of the line, six subsidiaries have been chartered, three o 
which will be involved in the pre-building project. These are Foothill: 
Pipe Lines (Alta.) Ltd., owned 51% by Foothills Pipe Lines (Yukon) Ltd 
and 49% by The Alberta Gas Trunk Line Company Limited; Foothill: 
Pipe Lines (Sask.) Ltd., currently owned 100% by Foothills Pipe Line: 
(Yukon) Ltd.; and Foothills Pipe Lines (South B.C.) Ltd., owned 51% b 
Foothills Pipe Lines (Yukon) Ltd. an 
49% by Alberta Natural Gas Company Ltd 
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Alberta and Southern Gas Co. Ltd. 


Alberta and Southern Gas Co. Ltd. of Calgary purchases natura! 

gas from producers in Alberta, the major portion of this gas being foi 
resale to two United States export customers, Pacific Ge 
Transmission Co. and Canadian-Montana Pipe Line Co. For the expor 
project, Alberta and Southern will be supplying 200 MMcf/day as well 
as the Alberta removal permit for this volume 


Northwest Alaskan Pipeline Company 


Headquartered in Salt Lake City, Utah, Northwest is the sponsor of the 
Alaskan portion of the Alaska Highway Pipeline Project. Northwest's 
parent company, Northwest Energy Co., is an energy group with 
activity centered on natural gas pipelines, oil and gas exploration and 
development, the refining and marketing of petroleum products, coal 
development projects and other energy and chemical related activities. 


Pacific Interstate Transmission Company 


A subsidiary of Pacific Lighting Corporation of Los Angeles, Pacific 
Interstate has purchased from Northwest Alaskan Pipeline Company al 
the gas to be delivered at Kingsgate, B.C. Pacific Lighting Corporation 

a diversified holding company whose major interest is the distributior 
of natural gas in southern and central California, is also involved in é 
number of non-utility businesses related to energy, real estate anc 
agriculture. Pacific Lighting’s major subsidiary, to whom the natural gas 
from the Alaska Highway Pipeline Project will be going, is Southerr 
California Gas Company. This company is the largest gas distributor ir 
the United States in terms of the number of customers served 








United Gas Pipe Line Company 


This company, headquartered in Houston, owns and operates an 
8,900-mile interstate pipeline system in Texas, Louisiana, Mississippi, 
southern Alabama and northwest Florida. In addition to serving 
customers in these five states, United, through sales to other major 
interstate pipeline companies, serves customers in 30 other states east 
of the Rocky Mountains. United’s parent company, United Energy 
Resources Inc., is a diversified energy company engaged in interstate 
gas transmission, oil and gas exploration and development, offshore 
pipelines in the Gulf of Mexico and contract drilling. United will be 
receiving gas volumes to be delivered at Monchy, Sask. 


Northern Natural Gas Company 


A major United States energy company, headquartered in Omaha, 
Northern Natural is involved in natural gas transportation and 
distribution, liquid fuel, petrochemicals, and oil and gas exploration and 
production. Northern Natural has had a longstanding relationship with 
Canada and Alberta through its subsidiary, Consolidated Natural Gas 
Co. Ltd. of Calgary. 


Panhandle Eastern Pipe Line Company 


The business of Panhandle Eastern, with executive offices in Houston 
and operating offices in Kansas City, Missouri, includes the 
transmission and sale of natural gas in interstate commerce, the 
exploration and production of oil and natural gas, the development of 
supplemental sources of gas and coal mining. Its combined system 
consists of 14,600 miles of pipeline which transports gas to 130 utilities 
supplying gas to a market area of 24 million people in 12 states. 
Panhandle Eastern will be receiving gas volumes from the Monchy 
delivery point. 


BENEFITS OF PRE-BUILDING 





Canadian Manufacturing Industry 


The Foothills group’s procurement policy involves obtaining goods and 
services on the basis of generally competitive terms while at the same 
time maximizing the benefit to Canada. This will provide substantial 
benefits to the Canadian manufacturing sector of the economy as well 
as help that sector develop the expertise for better domestic service 
and to compete on equal terms with United States, Western Europe 
and Japanese competitors. 


%: 4 eens 
Neo 
ZY mr whines u i 

a | IMMA edly ya : Ml 


=, =~ a / 
apne 


DD 





Pre-building will extend the time frame for the construction phase of 
the entire Alaska Highway Pipeline Project, thus making it easier for 
Canadian industry to stream production to meet the project's 
requirements. In addition, the multiplier effect of the project will be 
increased dramatically in Canada, and many smaller industries not 
directly related to the pipeline industry will be able to participate more 
fully in a support capacity. 


The impacts on the Canadian manufacturing industry of a project of 
this magnitude are staggering. Maximum participation will be a strong 
indication to potential foreign customers of domestic acceptance — a 
factor vital to the success of Canada’s efforts in the export trade. In 
addition, the strong example of “buying Canadian” will have 
implications for other energy-related projects and can only accelerate 
programs for capital plant expenditures and higher levels of 
technological development here. Obviously, endeavors by Canadian 
firms to gain future domestic business in projects such as Polar Gas, Q 
& M Pipelines, Alberta Gas Trunk Lines, Trans Canada Pipe Lines and 
Westcoast Transmission looping of existing lines and repowering could 
well be jeopardized if the opportunity the Alaska Highway Pipeline 
Project offers in terms of creating the appropriate industrial 
infrastructures is not seized upon. 


Further, precedents established by purchases for Canadian projects 
will affect potential sales of goods and services to pipeline companies 
in the United states which will be expanding their facilities to accept 
increased supplies of gas from and through Canada. Also, inability to 
maximize Canadian participation could lead to the loss of some major 





technologies--certain aspects of drilling, gas plant and pipeline design 
and construction expertise — in which Canada is now a-world leader. 
Support from the secondary manufacturing sector is crucial to these 
technologies. 


The pre-building plan offers even further benefits: 

e A minimum of $8.5 million more over the next five years in 
commitments to Canadian research and development programs 
excluding those carried out in the basic steel industries. 

e Between $28 million and $39 million more over the next five years in 
commitments to Canadian capital plant additions. 

@ A minimum of $30 million more in project management, engineering 
and construction supervision. 

@ A minimum of $121 million more in compression equipment including 
assembled packages of gas generators, turbines and compressors. 
This has one of the highest technological inputs of the entire project 
and as such represents one of the greatest opportunities to obtain 
significant long-term industrial benefit for Canada. 

© A minimum of 12.5 million more valves and fittings. At present, Canada 
imports more than half of its requirements in this area, a percentage 
greater than any other developed country. 

@ A minimum of $130 million more in pipe. There is a basic economic 
relationship between a healthy steel industry and a healthy national 
economy. For this reason, Foothills’ objective of buying all its pipe in 
Canada is one of the key ingredients in any program aimed at 
stimulating the economy generally. 

e The income from maximum possible participation in the various 
project by Canadian industry will also further development of product 
lines for use on other domestic projects. These projects alone, in 
Canada, represent a potential total of more than $44 billion in the 
next 15 years. 





{ 
HOW THE MANUFACTURING INDUSTRY OF CANADA WILL BE AFFECTED | 


: Total Cost - 9% Canadian 
i Cost Item a ($78) Content - 


Large diameter & heavy wall pipe 1,421,743,000 
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Other pipe 54,413,000 






Internal & external coatings 45,131,000 






Valves, pipe fittings 78,641,000 







Compression equipment 232,656,000 


Pressure vessels 33,652,000 









Welding equipment 24,068,000 





Prefabricated buildings 41,574,000 





Catering supplies & services 86,059,000 






Construction equipment 294,215,000 






Transportation charges 204,906,000 






Project management, 
supervision 





249,776,000 


Employment 
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Total cumulative employment generated by the Alaska Highway Pipeline 
Project, including the pre-build plan, will be in the order of 350,000 man 

years — as opposed to 175,000 - 200,000 man years without the pre-build. In 
addition to creating employment generally, the pipeline project will specifically 
stimulate the manufacturing sector of the Canadian economy with a minimum of 
42,800 permanent man years of activity. This employment will be generated 
throughout the country and will be spread over a five to twelve year period. An 
estimated 1,420 permanent jobs are expected to result from ongoing operations 
of the gas fields and the associated gas plants. 


The pre-build option’s impact on the total pipeline project will generate an 
additional 22,859 more permanent man years of employment, including 10,520 
more man years in the manufacturing sector. 


Further, by extending the construction life of the entire project, the 
pre-build/export scheme will eliminate problems of overheating the employment 
picture in one section of the country over a short period of time. By creating a 
demand for labor gradually over an extended period, the pipeline project will 
actually reduce harmful pressures which might be caused by other major 
projects coming on stream during the construction phase of the pipeline. 









Finally, maximum Canadian participation in the project will ensure that new jobs 
created, particularly in the manufacturing sector, will be located throughout the 
country and not just in Alberta. 


The Canadian Consumer 





Apart from the indirect benefits accruing from a healthier economy, the 

Canadian consumer will benefit from the Alaska Highway Gas Pipeline Project, 
including the pre-building program, in a number of direct ways: assured supply of 
natural gas, minimal inflationary effect, and lower prices of imported goods. 


e Natural gas supply: Alberta now is in a dangerously unhealthy surplus position 
with regard to proven natural gas supplies. Unable to sell what they have 
already found, many producers lack the cash flow to carry on exploration. If 
this state continues, drilling contractors will leave Alberta and gas supplies will 
be restricted to existing wells. Paradoxically, exporting now for the short term 
will stimulate the search for new gas, leaving Canadian consumers with an 
assured, long-term supply. 


@ Inflation: Projects of the magnitude of the Alaska Highway Gas Pipeline have 
historically placed upward pressures on wage and inflation rates. However, 
the longer construction time frame occasioned by pre-building will reduce any 
overheating effect by allowing the economy to absorb the additional activity at 
a closer-to-normal rate. 

e Prices: The pre-building/short-term export plan is expected to improve 
Canada’s balance of payments and current account picture to the tune of 
$2-$3 billion per year between 1983 and 1993. Assuming federal fiscal 
policy does not counteract this, there should be some appreciation of the 
Canadian dollar in the mid-1980s. This will have the effect of reducing the 
price to Canadian consumers of imports. 







Governments 





Tax Revenues 


As taxpayers, we all stand to benefit from increased taxation revenues 

generated by the Alaska Highway Pipeline Project. With the pre-build/export 
option, it is estimated tax revenues will total approximatelv $9 billion, of which 
$3.7 billion will go to the federal government, $5 billion (including royalties) will go 
to provincial governments and $1 billion will go to Territorial and local 
governments. In contrast, without the pre-build/export project, total revenues to 
all governments are estimated to be less than $3 billion. Further, with other 
indirect inflows to government accounts, the positive effect of the Alaska 

Highway Pipeline Project with pre-building on government budgets is estimated 
at $1.4 billion per year. 


Balance of Payments 


Traditionally, Canada has had a positive balance for merchandise trade but a 
larger negative balance for invisible items. The result has been a chronic deficit 
on current accounts — a deficit which the Economic Council of Canada has 
predicted will be difficult to eliminate. One of the least painful ways of altering 
this situation to our benefit is to expand merchandise exports, and the 
pre-building/short-term gas export project provides an opportunity for doing this. 
The pre-building project is expected to improve Canada’s balance of payments 
picture by $2 billion to $3 billion per year between 1983 and 1993. The effect 
A, of that is expected to exert an appreciating influence on the Canadian dollar. 
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Oil and Gas Industry 





The Canadian oil and gas industry will be a major beneficiary of the Alaska 
Highway Pipeline Project with pre-building. An existing surplus of natural gas in 
Alberta has created major cash-flow problems for many small producers. Unless 
new markets are established — for the Canadian market cannot handle all the 
currently available gas — exploration will cease and drilling contractors will 
move elsewhere. The pre-build option will provide the required markets, and the 
cash flow to the petroleum industry is expected to result in excess of $3.4 billion 
being spent in natural gas exploration and development. Further, it is expected 
that the project will result in an estimated 1,420 new jobs resulting from ongoing 
operations of the gas fields and associated gas plants. 


Gas for the pre-build/export project will be supplied by more than 450 different 

natural gas producers. In contrast, other possible export proposals involve a 

limited number of fairly large or major producers. Without the pre-build or 

another major export scheme, small producers could be forced to sell their 

ve ( operations, thus depriving Canada of a major industry. It is in the interest of the 
NY natural gas industry, the province of Alberta and the whole of Canada to 
promote the continued viability and growth of independent Canadian petroleum 

and natural gas companies — a goal which the pre-build project will foster. 
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PAN-ALBERTA GAS LTD. 


Pan-Alberta Gas Ltd. was incorporated in 1972 
on to carry out a program for the competitive 
=. supply of natural gas to markets mainly outside 
Alberta. Under this program, the company 
contracted for the purchase of natural gas from producers at 
; ~ the sale of such 

outside Alberta. 
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PAN-ALBERTA GAS LTD. 


Pan-Alberta Gas Ltd. was incorporated in 1972 
to carry out a program for the competitive 
supply of natural gas to markets mainly outside 
Alberta. Under this program, the company 
contracted for the purchase of natural gas from producers at 
field delivery points throughout Alberta and for the sale of such 
gas to purchasers outside Alberta. 





Pan-Alberta is currently marketing gas in the provinces of 
Quebec, Saskatchewan and Alberta, as well as in the 
northwestern United States, including Washington, Oregon, 
northern California, Utah, Idaho, northern Colorado and 
Wyoming. 


In addition to the proposed short-term export planned in 
conjunction with pre-building portions of the Alaska Highway 
Gas Pipeline and also the normal growth in current domestic 
markets, Pan-Alberta is working closely with the Q & M Pipe 
Line Ltd. on the supply of natural gas to eastern Quebec and 

the Maritimes. Pan-Alberta will also act as the marketing agent 
for liquid natural gas from the Canadian High Arctic to be 
delivered through the proposed Arctic Pilot Project. 


Pan-Alberta, jointly owned by the Alberta Energy Company and 
The Alberta Gas Trunk Line Company Limited (with the latter 
having contro]), is fortunate to have a board of directors 
composed of prominent Alberta businessmen and 
businesswomeh, well versed in energy matters. In addition, the 
company has assembled a small development staff of 
professionally qualified people who collectively represent many 
years of experience in the energy industry. 
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PAN-ALBERTA GAS LTD. 
~. 350, 202 - 6th Avenue S.W 
Pa Calgary, Alberta T2P 2R9 


| (403) 265-1763 


